This paper presents new micro-level data consisting of individual greenfield investment projects and mergers and acquisitions as a source for detailed analysis of services sector cross-border investment flows among the Asian Development Bank (ADB) regional membership in Asia. The new transactional foreign direct investment (FDI) data are methodologically distinct from traditional BPM5-compliant FDI data but found to yield generally comparable aggregates, when compared with the latest available International Monetary Fund (IMF) data from the Comprehensive Direct Investment Survey for the ADB regional membership. The services sectors are found to receive considerably larger amounts of foreign investment, when compared with the Asian region's manufacturing and raw materials sectors. OECD countries account for roughly three-quarters of total recorded inward services sector FDI of about $2 trillion, relatively evenly split between the United States, the EU-27, and regional OECD-level-income countries. The presence of sizable regional "upward flowing" services sector investments into OECD-level-income economies is verified. Preliminary policy conclusions are drawn based on the new transactional FDI data results concerning prospects for regional services sector liberalization, threshold income levels for inward services sector FDI, upward-flowing regional services FDI, and preferred modes of services sector investments.
are members of the IMF General Data Dissemination System (GDDS), which is a voluntary capacitybuilding exercise aimed at encouraging member countries to improve data quality. 9 Due to the associated potential lack of true data value comparability, despite the same published source in the IMF Balance of Payments (BOP) statistics, some care should consequently be taken when comparatively interpreting such national FDI data from across the Asian region.
This issue is aggravated by the composite nature of standard BPM5-compliant FDI data. As part of the broader BOP accounting framework for summarizing an economy's total transactions with the rest of the world in an ongoing manner, the direct investment (e.g., FDI) category comprises not only the initial transaction establishing the relationship between a foreign investor and the investment enterprise but also all subsequent transactions between them. Reported direct investment flows comprise: 10 1. Equity Capital: equity, shares, and other capital contributions.
2. Reinvested Earnings: the direct investor's share of earnings not distributed as dividends and earnings of wholly owned branches not remitted to the direct investor.
Other Direct Investment Capital (or intracompany debt transactions): the borrowing and lending of
funds between direct investors and subsidiaries, branches and associates. Both loans to subsidiaries from direct investors and loans from subsidiaries to direct investors are included.
The three components of FDI flows are evidently conceptually quite different and consequently require separate collection efforts by statistical authorities to validly capture and report all FDI flows.
Initially, new FDI relationships will almost invariably take the form of equity capital, and equity capital investments can consequently frequently be tracked by monitoring M&A transactions, as well as new greenfield (ex nihilo) investments, where 100 percent of the new project invested funds can be assumed to be equity capital. Meanwhile, regular collection of data for both the reinvested earnings and other capital categories of FDI will typically require, for instance, regular monitoring of multinational corporations' (MNCs) quarterly and annual financial statements or regular implementation of large industry surveys.
Given the ongoing improvement of data collection efforts across Asia, which are resulting in a gradual expansion of such efforts, the composite nature of the BPM5 FDI data category does raise concerns when interpreting standard FDI data time series. This is illustrated in figure 1 with available BPM5-and SDDS-compliant FDI data for outward FDI from India from 1993 to 2010. onwards.
11 Other attempts at interpreting the increased outflows of Indian FDI after 2000 would be erroneous.
On a broader level, the fact that the BOP data reporting and collection framework produces most FDI data utilized in academic research and analysis gives rise to an issue of analytical focus. The BOP is an accounting framework, focused on collecting timely data on all countries' cross-border activities and in particular the flow of transactions between individual countries. This is manifested in the regular BOP framework output in the form of data on trade balances, current account balances, FDI inflows and outflows, and international investment position (IIP) updates. As a result of the completeness of this BOP reporting framework, FDI flow data from the BOP financial account is a complex aggregate entity that consists of three conceptually different types of investment capital flows in equity, reinvested earnings, and intracompany debt flows.
At the same time, much of the academic research on and theories about the role played by FDI is not terribly concerned with FDI as merely one of many different types of reported cross-border transactions and financial flows. Instead, the interest in FDI is often premised on the assumption that we care about "who owns what and where" 12 and that foreign ownership of enterprises "makes a difference" and often plays a critical role in technology and know-how diffusion between countries, as a foreign market penetration strategy for successful companies and for cost optimization of complex global supply chains. This is a very different analytical focus than the methodical recording of all cross-border transactions for which the BOP framework was designed and is operated today. This critically important issue is obviously of very direct relevance to this paper, given its focus on services sector FDI, and effectively renders the standard sources of aggregate BPM-compliant FDI data useless for this paper.
In summary, for the combined reasons of national data collection efforts still a work in progress in Asia and the composite and sectorally aggregate nature of traditional FDI data, this paper must seek new innovative sources of information about the flows of investment in and out of Asian services sectors.
13. See, for instance, Hufbauer (1992) , Hufbauer and Assa (2007) , Desai and Hines (2001) , Desai, Foley, and Hines (2005a , 2005b , and the research summarized in OECD (2008a).
A new Source of Sector-and country-Specific Investment data for Services Sector Analysis
The compilation of datasets from new sources, 14 which include the requisite data detail, is a prerequisite for meaningful services sector specific analysis. Contrary to the vast majority of publicly available data, which is specifically collected on a national basis by countries' public statistical agencies and reported by international organizations like the IMF and UNCTAD, this paper argues that with the rapid expansion in easily available information flowing directly from financial markets and related transactions, an informative macroeconomic dataset for detailed foreign investment flows in and out of countries can be assembled relying on micro-level data for individual M&A transactions and individual greenfield investments.
The shift towards new micro-level data sources is well advanced in the more recent international trade and investment literature. Relying increasingly on firm-level data, empirical researchers have focused on the study of the behavior of especially multinational firms, with an explicit emphasis on the role of the heterogeneity of firms, their margins, and products when determining global trade and investment flows.
Utilizing a micro-level transaction-based dataset to measure FDI trends in the global economy should be seen as a natural continuation of this long trend in the analysis of international trade and investment.
While such a dataset would be conceptually different from traditional FDI data collected according to the BOP framework, it would through greater sectoral and geographic detail and its categorical breakdown into M&A and greenfield type investments enable empirical analysis not possible by relying on traditional data.
Moreover, utilizing investment data broken down in this way by foreign investor "mode of entry,"
follows the recommendations for "supplemental FDI data series" of the 4 th OECD Benchmark Definition of Foreign Direct Investment, which suggests that "[S]uch a subset of FDI data will allow refinement of the qualitative analysis of FDI in home and host countries" (OECD 2008b, 31 
transactional fdI in regional AdB Members by Meta Sector
Before drilling into the finer details of services sector transactional FDI in Asia, it is valuable to dwell briefly on relative distribution of all inward and outward FDI, i.e., including FDI in the manufacturing, composite, and raw materials sectors. Table 2 shows for both inward and outward transactional FDI that the services sector is the single biggest individual meta sector, followed by the raw materials sector, the manufacturing sector, and the composite sector. Given the traditional importance of the manufacturing sector in Asian FDI, it is striking that in terms of investments, it is only the third most important in the region. Table 2 moreover illustrates that the regional ADB members were net recipients of recorded transactional FDI over the period in all four meta sectors, although relatively more so in the composite and services sectors. Since the composite sector comprises sectors that are characterized by a degree of assumed vertical integration, i.e., includes transactions that could be classified in both the manufacturing and services sectors, to ensure that services sector transactions are as comprehensively covered as possible, the composite sector will for the remainder of this paper be merged with the services sector.
Inward transactional Services fdI in Asia in detail
Probably the key advantage of analyzing cross-border investment flows using transactional FDI data is the far superior data detail this type of data offer. For the purposes of this paper, the detailed data analysis emphasizes the country, sector, and entry mode data detail, but at the expense of time-series creation.
The focus is on descriptive analysis of cumulative country pair, sector, and entry mode transactional FDI values, estimated over the broadest available and relevant time periods and expressed in cumulative dollar investment inflow terms.
Given the large differences in economic development levels among the regional ADB membership, where relevant the group will be broken up into the four country income groups utilized in the World In accordance with the overall focus of this project, the analytical discussion focuses on trends in low, lower middle, and upper middle income ADB regional members, and how these differ from OECD-level-income countries. Relatively less focus is put on OECD-level-income country specific trends.
Inward Transactional FDI by Detailed Services Sector
Beginning by breaking available transactions into specific services sectors, Looking at the aggregate inflows in table 3 it is immediately clear that foreign investment inflows to the least developed ADB members' services sectors have to date been trivial in scope at only $15 billion, which might suggest that such investments have modest future potential, too, to be a driver of economic growth and job creation in these countries. Yet, when viewed as a share of aggregate country income group 2011 GDP, the inward investment intensity in low-income countries is only slightly below the average for ADB regional members.
On the other hand, at more than $500 billion, cumulative inflows into the lower-middle-income countries makes it clear that, while low-income countries may be too poor to attract numerically large services sector investment inflows, significant such potential exists in still relatively poor economies.
Indeed, lower-middle-income countries at 10 percent of 2011 GDP have the highest inward services investment share. In other words, services sector FDI is not an economic activity reserved for developed economies. The fact that upper middle income country aggregate services sector inflows are close to the aggregate level of the region's OECD level income countries similarly suggests that this group of countries offers sizable opportunities for foreign services sector investors.
Excluding the financial services sector does not materially change this situation, as table 3 shows how nonfinancial inward investments remains relatively evenly distributed across country income groups, and lower-middle-income countries at 9 percent of 2011 GDP have the highest nonfinancial inward services investment share. In dollar terms, too, upper-middle income ADB members at $615 billion have attracted more nonfinancial services investments than ADB OECD-level members. Table 4 turns to the issue of the sources of inward transactional FDI into the regional ADB members and breaks these inflows into OECD and non-OECD sources or origin and intra-ADB (regional member) FDI; the latter group is broken down into inward transactional FDI originating in OECD-level, uppermiddle, lower-middle, and low-income ADB regional members. Recipient regional ADB members are similarly broken into country income groups. Turning to lower-middle and low-income recipient countries, OECD-country investors again account for the lion's share of investments in both groupings, but it is visible how regional upper-middleincome countries are also sizable sources of investors into less economically developed economies in the region at $46 billion and $3 billion, respectively. The same is true for lower-middle-income-country investments into low-income economies, with India and Vietnam among the top-10 individual investors into the services sectors in the least developed economies in the region.
Inward Transactional Services FDI by Source Country and Country Income Group

Inward Transactional FDI by Sector, Mode of Entry, and Country Income Group
By making available a data breakdown by mode of entry of investment into greenfield and M&A type investments, the transactional FDI dataset provides a novel empirical basis for the analysis of management strategies and the host-country impact of inward FDI, a key area of interest for regional policymakers. transactions gradually become more important in manufacturing and raw materials after 2006, so that by the latest available data for 2011, the relative importance of greenfield projects is roughly similar across all three sectors at around 75 percent of total inward transactional FDI into the Asian region. Table 6 again shows how greenfield investments overall are by far the most important mode of entry for services sector FDI, accounting for 75 percent of total inflows. There are, however, sizable differences between individual services sectors with just over a third of total investments in the small healthcare sector of a greenfield nature, and in the big financial services sector just over half of inward investments are so. Meanwhile, inward investments in other services sectors are almost wholly greenfield, with more than 90 percent in automotive OEM and related services, hotels and tourism, textiles and related stores, and warehousing and storage.
The sizable difference in the relative importance of greenfield investments among individual country income groups is again visible. The OECD-level-income countries are distinct in that here greenfield investments are much less important than M&A transactions, while in the three other country income groups, greenfield investments completely dominate.
It is beyond the scope of this paper to go into a detailed analysis of why in some countries and sectors greenfield investments dominate and M&A transactions are so relatively rare. Yet, for instance, when viewed through the lenses of industrial organization theory, it is not surprising that some regional ADB members have experienced very low levels of inward transactional FDI through M&A activity over the years. These countries quite likely possess very few eligible local target companies available for foreign would-be purchasers. Unlike, for instance, OECD-level-income countries, less developed economies rarely offer much market size for foreign multinationals, and local firms in all probability will possess few strategic assets like R&D capacity or intellectual property assets. In short, the less developed Asian members will, partly as a result of their lower level of economic sophistication, host few eligible targets for foreign acquisitions, especially by multinational companies from OECD nations. An important part of a country's economic infrastructure that greatly facilitates the possibility for M&A transactions is the presence of a liquid and transparent local stock market for trading the ownership of domestic firms.
In the services sectors, moreover, a particular long-term regulatory shift, which in several parts of the world has led to sizable increases in inward M&A, is privatization transactions. Here foreign companies have frequently taken over a controlling part of the equity in a formerly state-owned company. Unlike in most OECD countries, where privatization programs mostly target domestic buyers, privatizations in developing countries, especially in capital-intensive services industries such as telecommunications and gas and power utilities, frequently involve foreign companies. UNCTAD (2000) 
Inward Transactional FDI by Source Country, Mode of Entry, and Recipient-Country Income Group
A further way to look at the relative importance of each mode of entry is to break down the preferred investment mode by the source country. This is done in table 7, which breaks down transactional inward investments by mode of entry, source country, and the recipient-country income group. Table 7 shows several trends. It is thus interesting to see how the relative importance of greenfield investments in all investments made by upper-middle-income countries in Asia is only 52 percent overall, noticeably lower than for other categories of investors. The upper-middle-income-country investor preferences for M&A transactions is relatively concentrated in "upward flowing" investments into OECD-level-income countries, where the weight of greenfield investments drops to just 18 percent.
Looking at the individual source countries, it becomes clear that the majority of these upper-middleincome-country services sector "upward investment flows" comes from China and Malaysia and go into 23. Available at http://rru.worldbank.org/Privatization.
Hong Kong and Singapore, respectively. The fact that they are conducted through M&A transactions into a more developed market suggests that investors from these two countries are either seeking to acquire advanced know-how and additional capabilities from their target, have sufficient cheap capital to purchase their way to an expeditious market entry, or perhaps are denied other ways of entering these more developed economies. A similar pattern can be found even for the services investments made by lowermiddle-income countries, such as India, into regional OECD-level-income countries, where the relative importance of greenfield and M&A transactions is about even at 52 percent in favor of the former.
Iv concludIng reMArkS And PolIcy IMPlIcAtIonS
This paper has outlined the need for new innovative data sources to complement traditional BPM5-compliant FDI data from international organizations to enable detailed sector-specific analysis of services sector trends and developments. Without such new detailed data, the material for services sector investment analysis will remain scarce and the potential to provide empirical support for new investment initiatives impaired. In response, this paper presents new micro-level data consisting of individual greenfield investment projects and mergers and acquisitions as a source for detailed analysis of services sector cross-border investment flows among the ADB regional membership in Asia.
The new transactional FDI data are methodologically completely distinct from traditional BPM5-compliant FDI data but found to yield generally comparable aggregates, when compared with the latest available IMF data from the Comprehensive Direct Investment Survey for the ADB regional membership. The services sectors are found to receive considerably larger amounts of foreign investment, when compared with the Asian region's manufacturing and raw materials meta sectors, while substantial divergence is found among the ADB regional membership in terms of the most important meta sector for inward transactional FDI in individual economies. Given the traditional prominence of and policymaker interest in FDI into the Asian manufacturing sectors, this is a surprising result.
The three largest roughly similar sized individual services sectors for inward transactional FDI are financial services, construction and real estate, and transportation services sectors, accounting for about half of total inflows. The remainder of inward investments is relatively evenly distributed across the 12 other identified sectors, although the economically important healthcare sector is noticeably smaller than other sectors. In dollar terms, services sector inflows is found to be well distributed across OECD-level, upper-middle, and lower-middle income groups, while only a small level of investments have flown towards the region's least developed economies. When measured as a share of GDP, however, the relative inward transactional FDI intensity across the four country income groups is broadly similar. In other words it is a fallacy to believe that cross-border services sector investments in Asia are overwhelmingly entering only the most developed economies.
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OECD countries account for roughly three-quarters of total recorded inward services sector FDI of about $2 trillion, relatively evenly split between the United States, the EU-27, and regional OECD-levelincome countries. Total intra-ADB investment flows account for just over one-third (37 percent, or $765 billion) of total regional inflows, with upper-middle, lower-middle, and low-income countries accounting for a relatively small one-quarter of total intra-ADB investments. The presence of sizable regional "upward flowing" services sector investments into OECD-level-income economies is verified, especially from China and Malaysia into Hong Kong and Singapore, respectively. The region's middle-income countries are, moreover, sizable investors into the services sectors of poorest nations among the ADB regional membership.
Greenfield transactions are found to be by far the most important mode of investments into the region's services sectors, accounting for fully 75 percent of all inward investments. However, among the region's most developed economies, M&A transactions account for the majority of total services sector investment inflows, while greenfield is the overwhelmingly popular choice in the poorer parts of the region. Healthcare, telecommunications, financial services, food, tobacco and related stores, and business services are found to be the sectors where M&A is most prevalent and account for at least one-third of total investments. Lastly, "upward flowing investments" into the more developed regional services sectors are found to occur mostly in the form of M&A, especially originating in China, Malaysia, and India.
While this paper has been mostly devoted to the presentation of a new data source, several policy implications can be drawn from the preliminary overview data analysis presented.
First of all, it is clear that whatever trade and investment restrictions might exist in the Asian region's services sectors today-and they are formidable-it has not prevented transactional investment inflows from surpassing those going into the local manufacturing sectors. This should strongly signal to Asian policymakers that very significant foreign investor interest in entering these sectors from inside and outside the region is present. In all probability, future moves to liberalize Asia's services sectors will correspondingly be met with an overwhelming investor response: Open up and they will come.
Second, it is clear that foreign investors have been willing to invest sizable sums in Asian countries at all levels of economic development. As a share of GDP, the investment intensity in Asia is the same across country income groups, something only slightly less true in nonfinancial services. In other words, there is no empirical foundation for a claim that "poorer countries can open up for foreign investments only when they reach a certain threshold level of economic development."
Third, it is clear that as sizable upward-flowing intra-ADB nonfinancial services sector investment flows exist, the source countries of such flows-noticeably China, Malaysia, and India-have seemingly relatively little to fear from more competition in their domestic services sectors from advanced-economy foreign entrants. After all, their firms are already taking over companies and entering the advanced economies in the region.
Fourth and finally, it is clear that as the vast majority of inward services sector FDI is greenfield investments, it is not obvious why more foreign investment into the region's services sectors will not have a significant positive impact on regional job creation. At least as the relative weight of greenfield investments at roughly 75 percent is the same today as in the manufacturing and raw materials sectors, there is little reason to suggest that the first-order job creation intensity in the services sectors will be noticeably worse than in other sectors. 1993 1994 1995 1996 1997 1998 1999 
